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TO SECSTATE WASHDC PRIORITY 4426 
INFO AMEMBASSY CARACAS 
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AMEMBASSY MANAGUA 
AMEMBASSY MEXICO 
AMEMBASSY PANAMA 
AMEMBASSY SAN JOSE 
AMEMBASSY SAN SALVADOR 

CONFIDENTIAL TEGUCIGALPA 1918 

E. O. 11652: GDS 
TAGS: BDISENRGHOXK 

SUBJ: PETROLEUM - ASSURANCE OF SUPPLIES TO CENTRAL AMERICA 

GUATEMALA ALSO FOR ROCAP 

REF: A) SAN SALVADOR 1936 
B) GUATEMALA 2463 

1. SUMMARY: TEXACO REPRESENTATIVES TO BEGIN DISCUSSION 
WITH GOH ON REFINERY PRICE FREEZE. TEXACO ADAMANT IT 
CANNOT CARRY BURDEN OF LOSSES BUT WILLING CONSIDER ANY 
SOLUTION TO PROBLEM. END SUMMARY. 

2. IN HONDURAS DISTRIBUTORS HAVE BEEN BEARING BRUNT OF 
PRICE SQUEEZE DURING THE LAST 2 YEARS. TEXACO REFINERY 
WAS ABLE TO PASS ON PRICE INCREASE TO DISTRIBUTORS WHO 

IN TURN WERE NOT ALLOWED BY GOH TO INCREASE PRICE DESPITE 
REPEATED ATTEMPTS TO OBTAIN GOVERNMENT PERMISSION. ON 
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MAY 19 GOH FROZE REFINERY PRICES TO FEBRUARY 28 LEVEL 
AND TURNED DOWN PRICE INCREASE REQUEST BY DISTRIBUTORS. 
ACCORDING TO DISTRIBUTORS, PRICE FREEZE WITH MAXIMUM 
ECONOMY WILL ALLOW DISTRIBUTORS TO SLOWLY REGAIN MORE 

NORMAL PROFIT LEVELS. MAIN BURDEN, HOWEVER, WILL BE 
SHIFTED TO REFINERY. 

3. ALTHOUGH DECREE FREEZING REFINERY PRICES CONTAINS 
PROVISION INDICATING THAT GOH WOULD ALLOW PRICE INCREASE 
IF REFINERY CAN CONVINCE GOVERNMENT THAT INTERNATIONAL 
PRICE DEVELOPMENTS JUSTIFY INCREASES, IT IS DOUBTFUL THAT 
GOH WILL ALLOW INCREASES IN THE IMMEDIATE FUTURE. GOVERN- 
MENT HAS BEEN UNDER INCREASED CRITICISM FOR GENERAL PRICE 
INCREASES. TRANSPORTATION GROUPS ARE ALREADY PLEADING FOR 
INCREASES IN FARES USING AS JUSTIFICATION INCREASED COSTS 

OF REPLACEMENT PARTS. TRANSPORTATION COSTS, PARTICULARLY 
URBAN TRANSPORTATION COSTS, ARE SENSITIVE FROM POLITICAL 
STANDPOINT AND GOH IS NOT ABOUT TO ALLOW ANY SHARP INCREASE 
IN THE IMMEDIATE FUTURE. AMBASSADOR PREVIOUSLY INFORMALLY 
DISCUSSED PETROLEUM PRICE SITUATION WITH MINISTER OF 
FINANCE ACOSTA WHO DODGED ISSUE AND SAID HE WAS " STUDYING" 
IT. SUBSEQUENTLY, GOH FROZE REFINERY PRICES. EVIDENT GOH 
CONSIDERS PRICE INCREASE TOO POLITICAL AT THIS TIME. 

ACOSTA AND MINECON BENNATON APPEAR TO BE FULLY FAMILIAR 
WITH INTERNATIONAL PETROLEUM SITUATION BUT APPEAR ADAMANT 
AGAINST PRICE INCREASES THIS TIME. 

4. TEXACO LATIN AMERICAN GENERAL MANAGER, JOHNSTON AND 
HONDURAS MANAGER, MACDONALD, CALLED ON AMBASSADOR RYAN 
5/24/73 PRIOR TO BEGINNING THEIR CONSULTATIONS WITH 

GOH. ACCORDING JOHNSTON, TEXACO HAS INSTRUCTED HIM TO TAKE 
VERY FIRM POSITION THAT IT CANNOT BEAR APPROXIMATELY $2 
MILLION YEARLY LOSS CAUSED BY PRICE FREEZE. TEXACO TAKING 
COMPLETELY FLEXIBLE POSITION CONCERNING POSSIBLE SOLUTIONS. 
IF GOH WANTS TO PROCURE OWN CRUDE SUPPLY REFINERY 
TEXACO WOULD PROCESS IT ON A FEE BASIS. WHEN IT WAS 
POINTED OUT THAT SUSPENSION CRUDE SUPPLIES MIGHT LEAD 
TO NATIONALIZATION, JOHNSTON REPLIED THAT WAS RIGHT OF 
GOH UNDER INTERNATIONAL LAW. TEXACO DOES NOT WANT NATION- 
ALIZATION BUT IT CANNOT SUPPLY REFINERY AT LOSS SINCE 
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INTERNATIONAL CRUDE SUPPLY SITUATION HAS MADE IT IMPOSSIBLE 
TO CUSHION LOSS ON REFINERY OPERATIONS WITH PROFITS 
FROM OTHER SEGMENTS OF THEIR OPERATIONS. JOHNSTON WILL 
VISIT GUATEMALA NEXT. HE INDICATED THAT TEXACO FOUND GOG 
PROPOSAL TO SUSPEND PRICE INCREASE UNTIL MARCH, 1974 
TO BE UNACCEPTABLE. 
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5. COMMENT: AT THIS STAGE EMBASSY BELIEVES TEXACO SHOULD 
CARRY THE BALL IN DISCUSSIONS WITH GOH. THERE IS ALWAYS 
POSSIBILITY SOME SORT ACCEPTABLE SHORT RUN ARRANGEMENT 
COULD BE WORKED OUT BETWEEN OIL COMPANIES AND GOH. 
TEXACO APPEARS HAVE FLEXIBILE POSITION AS TO RANGE OF 
POSSIBLE SOLUTIONS BUT TAKING HARD LINE ON CONTINUING 
BEAR LOSSES. TEXACO QUITE CAPABLE POINTING OUT TO GOH 
REALITIES OF PETROLEUM SUPPLY SITUATION. AT THIS TIME 
EMBASSY BELIEVES THAT ANY DIRECT INTERVENTION, OTHER THAN 
INFORMAL CONTACTS DESCRIBED PREVIOUSLY, WOULD NOT BE 
SUCCESSFUL. 

RYAN 
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